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§ 357.43 Liability for transfers to and 
from TREASURY DIRECT. 

A depository institution or other en-
tity that transfers to, or receives, a se-
curity from TREASURY DIRECT is 
deemed to be acting as agent for its 
customer and agrees thereby to indem-
nify the United States and the Federal 
Reserve Banks for any claim, liability, 
or loss resulting from the transaction. 

§ 357.44 [Reserved] 

§ 357.45 Supplements, amendments, or 
revisions. 

The Secretary may, at any time, pre-
scribe additional supplemental, amend-
atory or revised regulations with re-
spect to securities, including charges 
and fees for the maintenance and serv-
icing of securities in book-entry form. 

APPENDIX A TO PART 357—DISCUSSION 
OF FINAL RULE 

BACKGROUND 

Twenty-four written comments were re-
ceived to the notice of proposed rulemaking 
from various sources, including Federal 
agencies, trade associations, as well as finan-
cial and commercial investment institu-
tions. With the exception of one bank, all 
commentators endorsed the concept of a 
certificateless security. 

The grouping and identification of the 
comments received have been made on a sec-
tion-by-section basis, with an explanation of 
the action taken with respect thereto. As 
circumstances necessitated the publication 
of the rule in two segments, in order to make 
each part more understandable, certain defi-
nitions, such as those for ‘‘Department’’ and 
‘‘securities’’, have appeared in the proposed 
rule for both TREASURY DIRECT and 
TRADES, and were slightly modified in the 
proposed rules on TRADES. Because these 
modifications represent non-substantive 
clarifications, and to avoid confusion as be-
tween the two portions of the rules, the defi-
nitions as used in TRADES have been adopt-
ed. 

SECTION-BY-SECTION ANALYSIS 

Section 357.21 Registration. 

The forms of registrations provided for se-
curities to be held in TREASURY DIRECT 
have different legal effect from those cur-
rently provided for in the case of definitive 
Treasury securities and for the Treasury’s 
book-entry Treasury bill system. A comment 
was received that, as a result, this could lead 
to some confusion, and that the Treasury 
bill forms of recordation currently offered 

should be changed, particularly since Treas-
ury bills will be phased into TREASURY DI-
RECT gradually. The Bureau believes that 
the benefits of uniformity of rights and in-
terests that TREASURY DIRECT investors 
will derive far outweigh any possible confu-
sion. As for confusion with the current 
Treasury bill book-entry system, given the 
fact that Treasury bills have a term of not 
more than a year, it is believed that the 
problem, if any, will be short-lived. 

Given the importance of the change that 
TREASURY DIRECT provides as to registra-
tion, the discussion thereof that accom-
panied the Notice of Proposed Rulemaking is 
re-published below. 

‘‘Forms of Registration. The proposed rule 
provides the investor with a variety of reg-
istration options. They are essentially simi-
lar to those provided for registered, defini-
tive marketable Treasury securities. Inves-
tors should be particularly aware that, 
where the security is held in the names of 
two individuals, the registration chosen may 
establish rights of survivorship. 

‘‘The reason for establishing the rights of 
ownership for securities held in TREASURY 
DIRECT is that it will give investors the as-
surance that the forms of registration they 
select will establish conclusively the rights 
to their book-entry securities. It will also 
serve to eliminate some of the uncertainties, 
as well as possible conflicts, between the 
varying laws of the several States. 

‘‘A Federal rule of ownership is being 
adopted by the Treasury for TREASURY DI-
RECT securities. This regulatory approach is 
consistent with the one previously taken in 
the case of United States Savings Bonds. It 
will have the effect of overriding incon-
sistent State laws. See, Free v. Bland, 369 
U.S. 663 (1962). 

‘‘In the case of individuals (who are likely 
to be by far the majority of holders of securi-
ties in TREASURY DIRECT), the options of-
fered will permit virtually all the preferred 
forms of ownership. At the investor’s option, 
it will be possible to provide for the disposi-
tion of the securities upon death through 
rights of survivorship. 

‘‘Coownership registration. One option is the 
coownership form of registration, i.e., ‘‘A or 
B.’’ Unlike the current Treasury bill book- 
entry system being administered by the Bu-
reau of the Public Debt, a security held in 
TREASURY DIRECT registered in this form 
will be transferable upon the written request 
of either coowner. Other changes in the ac-
count may also be made upon the request of 
either party. While this form of registration 
will facilitate the receipt of payments and 
provide ease in conducting transactions, care 
should obviously be exercised in designating 
a coowner. 

‘‘Joint ownership. For those who would pre-
fer to have the transferability of a security 
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